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THE  AGRICULTURAL  PRODUCTION  GOALS  overshadow  all  other  ob- 
jectives today  on  the  farm  front.  The  goals  established  for  farmers  are  a 
counterpart  of  the  goals  set  for  industry  and  will  require  the  same  con- 
centrated, unstinting  effort  by  all  concerned. 

To  attain  these  goals  many  farmers  will  need  to  use  more  credit.  Some 
farmers,  remembering  the  debt  difficulties  that  were  prevalent  during  the 
1920's  and  early  1930's,  may  be  so  hesitant  to  use  credit  as  to  impede  the  pro- 
duction program.  Other  farmers  may  be  led  by  the  currently  favorable 
price  situation  into  misuses  of  credit  that  will  cause  them  serious  trouble 
when  the  war  is  over. 

This  pamphlet  has  been  prepared  to  furnish  information  on  the  credit  needs 
growing  out  of  the  Pood  for  Freedom  effort  and  to  help  guide  agricultural 
credit  during  this  critical  period  into  the  most  productive  channels  and  away 
from  uses  likely  to  cause  trouble  later. 

What  Is  Needed  to  Increase  Production? 

More  money  will  be  spent  on  the  farm  business  in  1942  than  in  any  recent 
year.  More  seed,  feed,  fertilizer,  and  labor  will  be  used,  and  at  the  same  time 
prices  and  wage  rates  are  higher.  Then,  too,  many  farmers  will  have  to  in- 
crease their  investments  in  livestock,  machinery,  and  farm  buildings. 

Needs  of  individual  farmers  for  these  purposes  will  differ  greatly.  For 
example,  on  well-equipped  dairy  farms,  production  will  probably  be  increased 
chiefly  through  more  intensive  feeding.  But  if  dairying  is  increased  in  the 
South,  many  farmers  there  will  need  to  buy  more  cows  and  improve  farm 
buildings.  Improved  storage  facilities  for  feed  will  be  needed  in  many 
sections.  With  most  farmers,  the  principal  need  will  be  for  more  seed,  feed, 
fertilizer,  and  labor,  but  many  farmers  who  increase  certain  crops,  like  pea- 
nuts, will  require  new  machinery. 

There  is  no  way  to  tell  exactly  how  much  more  money  farmers  will  need 
to  spend  or  invest  to  reach  the  goals  for  1942  or  those  that  may  be  set  for 
later  years.  Farmers'  expenditures  for  such  things  as  those  mentioned  above 
were  about  20  percent  higher  in  1941  than  in  1939,  and  they  will  increase 
still  more  if  prices  continue  to  rise  and  if  production  is  increased  still  further. 
Before  World  War  I  was  over,  such  expenditures  were  about  90  percent 
higher  than  in  1914,  and  by  1920,  nearly  120  percent  higher.  Price  controls, 
priorities  on  various  things,  and  other  means  of  resisting  general  price  infla- 
tion, should  help  to  hold  down  farmers'  expenses  and  investment  requirements 
during  the  present  war. 

There  will  also  be  need  for  considerably  expanded  processing  and  market- 
ing facilities  to  handle  the  increased  output  of  many  products.     Few  farmers 
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will  be  called  upon  to  help  finance  these  facilities,  but  the  financing  required 
to  enlarge  such  facilities  must  be  provided. 

How  Much  Credit  Will  Be  Needed? 

All  these  things — farmers'  increased  expenses  for  labor  and  supplies  and 
their  increased  investment  in  livestock,  machinery,  buildings,  and,  in  some 
cases,  processing  plants — should  ultimately  be  paid  from  expanded  income. 
But  many  farmers  will  have  to  meet  increased  expenses  and  to  make  larger 
investments  before  they  receive  the  expanded  income.  This  is  particularly 
the  case  when  expenses  are  highly  seasonal  and  when  large  investments  have 
to  be  made.     The  gap  between  outgo  and  income  must  be  closed  by  borrowing. 

Farmers'  loans  from  commercial  banks  and  Federal  agencies  for  produc- 
tion purposes  already  appear  to  be  about  30  percent  higher  than  in  1939. 
The  chances  are  that  they  will  go  considerably  higher. 

How  Do  the  Price  Supports  Reduce  Production-and-Credit  Risks? 

In  this  war  the  Government  has  gone  much  farther  and  has  taken  much 
more  effective  action  than  in  the  last  war  to  protect  farmers  against  price 
declines.  This  makes  it  safer  for  farmers  to  expand  production  and  to  use 
increased  credit  in  doing  so. 

The  principal  price-supporting  measures  are  the  85-percent-of -parity  com- 
modity loans  offered  on  cotton,  corn,  wheat,  rice,  tobacco,  and  edible  peanuts, 
and  the  85-percent-of -parity  price  supports  offered  on  commodities — some- 
times called  "proclamation"  commodities — that  are  designated  by  the  Sec- 
retary of  Agriculture  as  requiring  special  encouragement.  At  present  the 
latter  include  hogs,  eggs,  evaporated  milk,  dry  skim  milk,  cheese,  chickens, 
certain  varieties  of  dry  peas  and  dry  edible  beans,  and  also  peanuts,  soybeans, 
and  flaxseed  for  oil.  In  addition,  the  Secretary  of  Agriculture  has  announced 
that  the  United  States  Department  of  Agriculture  will  buy  canned  tomatoes 
and  canned  peas  at  certain  minimum  prices,  provided  stipulated  minimum 
prices  are  paid  to  growers. 

Two  features  of  these  supports  should  be  noted.  The  first  feature  is  that 
they  are  expressed  in  terms  of  parity  prices,  although  some  carry  a  flat-price 
guarantee  in  addition.  Parity  prices,  of  course,  are  variable  and  will  rise  and 
fall  with  industrial  prices.  The  second  feature  is  that  the  law  relating  to 
"proclamation"  commodities  provides  that  the  supports  are  to  be  continued 
until  producers  have  sufficient  time  to  make  a  readjustment  in  the  production 
of  the  commodity  but  says  nothing  about  continuing  them  longer  than  that. 
As  the  production  of  many  crops  could  be  readjusted  in  a  year,  the  supports 
might  not  be  available  for  long  if  it  became  unnecessary  to  continue  encourag- 
ing their  production. 

The  price  supports,  as  offered  at  present,  should  enable  farmers  to  recover 
the  expenses  they  may  incur  in  any  single  year's  production  of  a  supported 
commodity,  assuming,  of  course,  that  they  obtain  satisfactory  yields.  The 
supports  do  not  cover  all  farm  products,  and  they  afford  no  particular  assur- 
ance to  farmers  who  may  expect  too  much  in  the  way  of  farm  income  over  the 
long  pull  and  thus  go  too  far  in  making  investments  in  land,  livestock,  ma- 
chinery, or  equipment. 

What  Other  Price  Factors  Are  Involved? 

The  trend  of  prices  recently  has  been  strongly  upward  (fig.  1).  -  It  looks  as 
though  farmers  would  be  able  to  recover  the  expenses  of  increasing  most  prod- 


ucts  in  1942,  and  more  too,  without  any  price  supports.  But  the  price  supports 
are  there  in  case  of  need.  So  farmers  may  look  with  considerable  confidence 
upon  prospects  for  this  year. 

Similar  favorable  conditions  probably  will  continue  as  long  as  the  war 
lasts — perhaps  afterwards.  But  if  the  experience  of  World  War  I  should  be 
repeated,  a  drastic  weakening  of  markets  would  follow  sometime  after  the  war. 
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FIGURE  1. — Prices  received  by  farmers,  World  Wars  I  and  II. 
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Even  were  that  to  happen,  the  price  supports  should  afford  considerable  pro- 
tection against  loss,  provided  farmers  had  incurred  only  reasonable  operating 
expenses  in  producing  their  crops.  But  if,  just  before  the  markets  weakened, 
farmers  had  made  large  investments  in  land,  livestock,  machinery,  or  buildings, 
the  cost  of  such  investments  could  be  recovered,  at  best,  only  over  a  long  period. 
The  risks  of  investment  will  depend  in  considerable  measure  upon  prospects 
for  a  particular  farm  product.  During  1920  and  1921  all  farm  prices  de- 
clined, but  the  prices  of  dairy  products  fell  much  less  than  the  prices  of  wheat 
and  many  other  products.  With  the  growing  emphasis  placed  on  adequate 
nutrition,  it  seems  probable  that  producers  of  eggs,  poultry,  dairy  products,  and 
products  rich  in  vitamins,  will  fare  better  after  the  present  war  than  producers 
of  the  usual  export  products.  The  long-run  trend  favors  an  agriculture  that 
will  be  better  balanced  from  a  nutritional  standpoint. 

What  General  Principles  Should  Be  Followed  in  Expanding 

Production? 

The  first  and  foremost  point  to  be  kept  in  mind  is  that  production  goals 
have  been  set  because  we  need  the  specified  food,  feed,  and  fiber  products. 
We  need  them  for  our  Allies  and  for  ourselves,  for  our  armies  in  the  field,  and 
for  the  people  behind  the  lines  at  home.    It  is  imperative  that  the  goals  be  met. 

Recognition  of  the  risks  involved  in  expanding  agricultural  production  on 
a  rising  cost  level  must  not  be  allowed  to  impede  attainment  of  the  production 
goals.  These  risks  are  recognized  by  many  farmers,  and  they  must  be  recog- 
nized by  the  Department  of  Agriculture  in  order  that  its  programs  may  be 
effective  in  obtaining  the  increased  production  needed.  The  price  supports, 
for  example,  were  provided  in  recognition  of  such  risks. 

The  war,  of  course,  did  not  come  upon  us  by  invitation.  We  do  not  expect 
to  make  money  from  it.  On  the  contrary,  we  are  fighting  for  the  security  of 
our  country  and  for  our  way  of  living,  and  we  must  expect  that  it  will  cost  us 
dearly.  A  few  dollars  and  cents  are  as  nothing  compared  with  the  lives  that 
will  be  lost  to  attain  victory  or  to  the  results  if  we  should  fail.  The  risks  that 
we  have  been  discussing  are  merely  part  of  the  price  that  must  be  paid  to 
win  this  war. 

Yet  it  is  desirable  that  these  risks  should  be  distributed  fairly  among  our 
farmers  and  among  other  classes  of  people.  It  is  desirable  that  they  be 
kept  as  low  as  possible.  We  do  not  have  selective  service  in  agriculture,  but 
some  of  the  principles  of  this  method  of  choosing  men  for  the  armed  services 
might  well  be  adapted  to  agriculture.  Farmers,  for  example,  may  justly  be 
expected  to  increase  production  in  relation  to  their  ability  to  do  so,  but 
allowances  may  properly  be  made  for  the  effect  that  expansion  would  have 
on  the  security  of  the  farmer's  family.  Throughout  our  war  programs,  it  is 
recognized  that  cold  efficiency  must  be  tempered  by  considerations  of  public 
morale. 

In  conducting  our  production  program,  efforts  should  be  made,  first  of  all, 
to  see  that  production  is  expanded  in  ways  that  are  efficient.  The  scarcity 
of  good  land,  mechanical  equipment,  livestock,  farm  labor,  and  supplies,  rela- 
tive to  the  need,  requires  efficient  use  of  these  resources.  We  should  also 
urge  all  farmers  to  increase  production  in  accordance  with  their  ability  to 
expand  efficiently — by  conservation  methods — and  in  judging  ability  we 
should  consider  what  costs  and  risks  the  farmer  will  have  to  assume  in 
order  to  expand.  The  objective  is  not  to  have  all  farmers  expand  production 
equally,  or  in  equal  proportion,  but  to  reach  or  exceed  the  national  goals  with 
the  fairest  possible  distribution  of  the  risks  and  costs  among  individual 
farm  families. 
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How  Can  Farmers  Use  Credit  Most  Effectively  in  Expanding 

Production? 

The  Department  has  urged  farmers  to  use  their  present  resources  more 
intensively — to  increase  the  acres  cultivated  for  needed  crops,  to  employ 
unused  family  labor,  to  feed  better  balanced  rations  to  livestock,  to  feed 
hogs  to  heavier  weights,  and  to  repair  farm  machinery.  These  policies  have 
been  recommended  in  order  to  get  the  most  from  our  available  resources. 
At  the  same  time,  the  Department  has  warned  farmers  against  competitive 
bidding  for  farm  land  and  other  resources  on  the  grounds  that  this  would 
drive  prices  to  unnecessarily  high  levels  and  involve  farmers  in  burdensome 
debts. 

All  reasonably  efficient  farmers  can  use  credit  effectively  to  increase  produc- 
tion in  the  ways  urged  by  the  Department,  provided  they  do  not  have 
sufficient  funds  of  their  own  to  finance  the  expansion.  Moreover  credit  may 
be  used  to  expand  in  these  ways  with  little  risk  to  the  borrower.  For  current 
price  trends  and  the  price  supports  virtually  guarantee  that  the  farmer  who 
grows  a  fair  crop  or  who  has  moderately  good  success  with  his  livestock 
will  recover  his  costs  of  production  and  more  too.  Growers  of  cotton  and 
wheat  are  further  protected  by  crop  insurance  against  poor  yields  due  .to 
conditions  beyond  their  control. 

More  credit  to  meet  their  increased  expenses  for  fertilizer,  seed,  feed, 
and  labor  will  be  all  that  many  farmers  will  need  to  increase  production 
greatly.  These  farmers  are  already  well  equipped  and  well  stocked  and 
can  bring  back  into  more  intensive  use  much,  land  that  was  retired  from 
intensive  cultivation  during  the  period  when  surplus  prevention  and  control 
were  the  principal  agricultural  problems.  To  obtain  the  needed  production 
of  some  crops,  such  as  peanuts  for  oil,  however,  new  producers  will  have  to 
enter  the  field,  and  many  of  these  will  need  credit  to  buy  new  equipment. 
It  seems  certain  also  that  much  additional  credit  will  be  required  to  increase 
numbers  of  livestock  to  the  point  where  needs  for  livestock  products  can 
be  amply  supplied.  Ill-equipped  farmers  may  need  credit  to  buy  livestock 
and  equipment  in  order  to  employ  their  family  labor  to  better  advantage. 

The  credit  needed  by  farmers  for  new  equipment  and  for  increasing  the 
numbers  of  livestock  must  be  distinguished  from  that  used  to  meet  current 
operating  expenses.  These  current  expenses  are  usually  recovered  as  soon 
as  the  product  is  sold  and,  in  the  case  of  many  products,  have  special  pro- 
tection in  the  price  supports.  But  investments  in  new  equipment  and  in  basic 
herds  of  dairy  or  beef  cattle  are  often  not  recovered  for  years.  As  compared 
with  current  expenses,  they  usually  involve  large  sums  of  money  and  have 
little  protection  from  the  price  supports.  For  these  reasons,  credit  to  buy 
new  equipment  or  livestock  means  more  risk  to  the  borrower  than  does  credit 
to  meet  current  expenses. 

How  Can  Credit  for  Capital  Equipment  and  Livestock  Be  Used 
Most  Efficiently  and  Equitably? 

Probably  all  farmers  could  produce  more  if  provided  with  more  livestock 
and  equipment,  unless  they  are  already  fully  stocked  and  equipped.  But 
mere  ability  to  produce  more  is  hardly  a  good  guide  to  follow  in  deciding 
which  farmers  should  increase  their  ownership  of  these  scarce  resources. 
The  important  question  is  "How  much  would  ownership  of  more  of  these 
resources  enable  farmers  to  increase  their  production?"  Answers  to  this 
question  are  to  be  found  not  only  in  the  ability  of  the  farmer,  but  also  in 


the  adequacy  of  his  labor  supply,  and  quality  of  the  land  that  he  operates, 
and  the  possibility  of  increasing  the  intensity  of  his  operations.  Nor  should 
it  be  overlooked  that  financial  assistance  and  supervision  will  enable  many 
farmers  to  use  their  land  and  family  labor  supply  more  efficiently.  Considera- 
tion of  such  factors  will  indicate  where  credit  for  more  livestock  and  capital 
equipment  can  be  used  most  effectively  to  increase  agricultural  production- 
Some  farmers,  though,  are  already  so  heavily  indebted  that  they  can 
scarcely  afford  to  assume  additional  obligations,  particularly  obligations 
that  it  will  require  years  of  good  prices  to  pay.  Unless  there  is  a  lack  of 
farmers  who  can  expand  production  with  less  risk  to  their  future  security, 
farmers  who  are  already  heavily  indebted  should  not  be  expected  to  add 
substantially  to  their  capital  debts  in  order  to  purchase  more  equipment 
and  livestock.  Farmers  in  the  low-income  group,  however,  may  occupy  a 
special  position  in  this  respect.  The  services  of  the  Farm  Security  Admin- 
istration are  available  to  many  low-income  farmers  in  working  out  their 
financial  difficulties.  Those  who  are  located  on  good  land  and  who  have 
surplus  family  labor  so  that  they  could  produce  considerably  more  if  better 
stocked  and  equipped,  should  be  able  to  increase  their  capital  debts  at 
comparatively  small  personal  risk.  Their  risk  will  be  reduced  if  they  plan, 
and  carry  out,  a  program  of  rapid  debt  repayment. 

There  is  danger,  in  these  times  of  rising  prices,  that  some  farmers  will 
forget  that  we  are  in  a  war.  They  may  be  led  to  assume  that  this  is  a  good 
time  to  establish  themselves  as  farm  tenants,  to  buy  and  improve  farms, 
or  to  buy  herds  of  dairy  or  beef  cattle.  Our  experience  during  earlier  wars 
throws  doubt  on  any  such  assumption.  It  will  be  far  safer  if  they  assume 
that  conditions  may  be  more  difficult  after  the  war  than  at  its  beginning. 
If  farmers  act  on  this  assumption,  land  values  and  prices  of  livestock  will 
not  be  driven  to  excessively  high  levels  through  competitive  bidding,  nor 
will  a  few  owners  of  land  or  livestock  get  rich  while  many  others  reap  a 
harvest  of  excessive  debts. 

We  shall  make  the  most  rapid  progress  with  our  production  program  and 
shall  save  much  post-war  difficulty,  if  our  farmers  use  their  present  resources, 
including  labor,  more  intensively;  participate  widely,  but  individually  on  a 
small  scale,  in  adding  to  livestock  and  equipment;  and  avoid  speculative 
investments  and  large  debts  that  may  carry  over  into  the  post-war  period. 
To  get  this  type  of  development,  it  may  be  necessary  to  urge  expansion  of 
capital  assets  by  farmers  who  can  increase  production  efficiently  and  with 
little  danger  to  their  future  security,  and  to  discourage  unwarranted  expan- 
sion by  those  who  cannot  increase  production  efficiently  or  without  becoming 
excessively  indebted. 

How  Can  Income  Best  Be  Used  by  Farmers? 

The  key  to  this  question  is  found  in  the  fact  that  farm  income  is  now  at 
exceptionally  high  levels — levels  reached  before  only  during  and  shortly 
after  World  War  I.  This  means  that  farmers  may  again  see  times  when 
farm  income  will  not  be  so  high. 

For  the  war  period,  increased  farm  income  should  be  regarded  partly  as  a 
tool  for  attaining  the  production  goals  and  partly  as  a  weapon  of  defense 
against  future  hard  times.  Increased  farm  income  provides  a  means  of 
meeting  the  increased  expenses  and  investment  needed  to  reach  the  produc- 
tion goals.  When  not  needed  for  this  purpose,  it  should  be  used  to  retire 
debts  or  to  buy  defense  savings  bonds  and  stamps  or  perhaps  to  accumulate 
savings  in  some  other  form.     In  spite  of   the  current  need  of   some  farm 

6 


families,  particularly  those  with  very  low  incomas,  for  a  better  living,  future 
needs  of  the  Nation  and  the  family  should  be  kept  clearly  in  mind. 

Saving  will  keep  down  expenditures  for  many  kinds  of  goods  and  thus 
help  to  hold  down  farmers'  production  and  living  costs  during  the  war  period. 
Debt  retirement,  purchases  of  defense  savings  bonds  and  stamps,  and  other 
savings,  will  improve  farmers'  equities  in  their  farms  and  provide  a  store 
of  purchasing  power  for  the  future.  They  will  enable  farmers  after  the  war 
to  buy  the  needed  farm  machinery  and  equipment  or  to  make  improvements 
that  are  now  neither  possible  nor  desirable  because  materials  are  scarce  and 
prices  are  high. 

Finally,  careful,  economical  living  will  release  goods  and  productive  facili- 
ties that  are  urgently  needed  for  the  war  effort.  Purchases  of  defense  savings 
bonds  and  stamps  will  provide  our  Government  with  funds  to  buy  those  goods 
and  use  them  against  the  enemy. 

How  Can  Credit  Institutions  Help? 

Lenders  are  familiar  with  the  productivity  of  farms  in  their  loan  territories 
and  with  the  ability  and  financial  situation  of  many  farmers.  Because  of 
this,  they  are  in  excellent  position  to  advise  which  farmers  can  and  should 
increase  production  and  to  detect  tendencies  for  farmers  to  become  over- 
extended. Moreover  they  can  give  encouragement,  and  advance  credit,  to 
farmers  who  ought  to  expand  production  and  can  help  to  prevent  their  own 
farmer  borrowers  from  expanding  unwisely. 

Their  contribution,  however,  can  be  much  broader  than  this.  They  can 
help  to  bring  about  improved  methods  of  farming,  better  leasing  arrange- 
ments, and  better  business  methods  on  the  farms.  Their  advice  can  fre- 
quently be  of  great  assistance  to  agricultural  workers.  Bankers  and  other 
lenders  should  be  urged  to  devote  their  initiative,  judgment,  and  efforts 
toward  attainment  of  other  agricultural  objectives,  as  well  as  toward  achiev- 
ing the  production  goals. 

What  Credit  Institutions  Finance  Farmers? 

Agencies  financing  agricultural  production  may  be  classified  in  two  general 
groups,  as  follows: 

PRIVATELY  OWNED 

Commercial  and  savings  banks Most     types     of     agricultural 

loans;  policies  vary. 

Livestock  loan  companies Loans  on  livestock. 

Agricultural  credit  corporations Loans  for  crop  production  or 

farm  working  capital. 

Life  insurance  companies Loans  on  farm  real  estate. 

Mortgage  companies Do. 

Finance  companies Loans  to  buy  equipment  or  for 

various  personal  uses. 
Merchants  and  dealers Credit  for  machinery,  supplies, 

etc. 

GOVERNMENTAL   OR   UNDER   GOVERNMENTAL    SPONSORSHIP 

Production  credit  associations Loans  to  produce  crops  or  live- 
stock or  for  general  farming 
purposes. 


Banks  for  cooperatives Loans  to  farmers'  cooperatives. 

Federal  Land  Banks Long-term  loans  on  farm  real 

estate. 

Federal  Farm  Mortgage  Corporation Do. 

Farm  Security  Administration Loans  to  rehabilitate  and  re- 
locate low-income  farmers 
and  loans  for  tenant-pur- 
chase. 

Crop  and  Feed  Loan  Offices  of  Farm  Credit  Loans  for  feed  and  crop  pro- 
Administration  duction  to  farmers  who  are 

unable  to  get  credit  else- 
where. 

Commodity  Credit  Corporation Loans   on   stored   commodities 

usually  made  through  banks 
or  cooperatives. 

How  Can  County  War  Boards  and  Planning  Committees  Help 
to  Promote  a  Sound  Financial  Program  for  Farmers? 

County  War  Boards  and  agricultural  planning  committees  are  in  a 
strategic  position  to  bring  into  focus  all  the  questions  in  the  minds  of  both 
borrowers  and  lenders.  By  working  with  both  groups,  they  can  develop 
a  positive  program  to  meet  the  agricultural  goals  with  the  best  possible 
use  of  resources  and  the  least  possible  misuse  of  credit  and  income  by 
farmers.  One  of  their  responsibilities  is  to  keep  in  close  contact  with  the 
credit  and  debt  situation  in  the  county.  They  must  be  constantly  on  the 
alert  for  any  credit  bottlenecks  or  any  dangerous  debt  situations  that  may 
develop,  and  must  be  prepared  to  take  immediate  steps  toward  remedying 
troublesome  situations. 
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